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l. Introduction

The United States Department of Agriculture, through the Food and Consumer Service
(FCS) administers both the Food Stamp Program (FSP) and the Special Supplemental
Food Program for Women, Infants, and Children (WIC). During 1994, the FCS
conducted a national survey on a representative sample of food retailers authorized to
redeem food stamps.” This survey was conducted through physical assessments of the
sampled stores and interviews with managers or manager/owners. This report presents
the findings of that survey on two special topics:

. the management of FSP coupons and WIC vouchers by the retailers,? and

. retailers' perception of FCS retailer educational efforts.

FCS needs this information as part of its mission to assure the integrity of benefit
redemptions.

With the exception of Electronic Benefit Transfer (EBT) sites, food stamp transactions
are accomplished primarily through the use of paper coupons. Coupons are provided to
FSP participants in the form of booklets. When purchasing food, participants present
the coupons to authorized retailers. Food stamp retailers are required to give change
for food stamp purchases in $1 denominations of food coupons (cash may be used only
when the change is less than $1). Depending on the extent of their food stamp
business, retailers differ in the amount of inventory of stamps they maintain for providing
change.

WIC is designed to provide supplemental food to low-income pregnant, postpartum, and
breast-feeding women and their infants and preschool children. Its purpose is to help
reduce and prevent the incidence of nutrition-related health problems. Food vouchers
are provided to program participants, who exchange the vouchers for food prescribed on
the voucher at authorized retail grocery stores. Retailers deposit the vouchers in a bank
or submit them to a State WIC office. They receive payment within 60 days.

' The sample consisted of 2,520 retailers selected from 40 Primary Sampling Units through a three-stage sampling design. Efforts
were made to contact all stores drawn for the sample; 2,381 were operational. In each of these stores, a physical assessment was
conducted of the store and the stock carried by the retailer and to conduct interviews with the designated manager. Although
physical assessment of the stores was made in all of these stores, 22 managers refused to be interviewed and 5 completed only
part of the interview. Because this report is based on responses to the manager interview, the remaining respondents serve as a
basis for the analysis. Even among those who responded to the interview, some respondents refused to provide certain
information. In addition, some respondents had lithe or no knowledge of the topics addressed by this study. Therefore, the
number of respondents varies throughout the report because not all retailers answered every question asked. [It must be noted that
for stores found to be out of business, the sampling plan called for selecting a substitute retailer. In total, there were 120 substitute
retailers. Because this substitution was based on a different probability mechanism from that used for drawing the original sample,
the primary use of the "supplemental sample® is to provide additional verifying information on the base sample.]

The subset of WIC vendors included in the sample of authorized Food Stamp Program retailers is not intended to be representative
of all WIC vendors since not all WIC stores are authorized to accept food stamps. A second consideration relative to addressing this
topic is that the sample included WIC vendors located in only 24 States. Since there is considerabie variation in how individual States
administer the WIC Program and in particular how they manage their food delivery/food instrument accountability and control
measures, the sample of WIC vendors may fail to capture some critical elements related to WIC vouncer management across all
States.
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An expectation going into the study was that the amount of time that retailers retain
coupons and vouchers would be dependent on their cash flow and/or access to a
participating bank. Depending on volume and location, stores redeem coupons and
vouchers as frequently as daily or as infrequently as monthly. Banks vary in the
relationships and requirements they place on these retailer customers, which results in
different patterns of banking among retailers.

This report addresses the following questions:

1.  How do currently authorized retailers handle food stamp coupons and WIC
vouchers? Specifically, how do practices differ in terms of:

. length of time retailers hold coupons or vouchers in stores after they are
received,

. maintenance of food stamp inventory,
. banking arrangements for redeeming coupons, and
. arrangements for redeeming WIC vouchers?

2.  What are the training needs of food stamp and WIC retailers? Specifically, how do
authorized retailers differ in terms of:

. perceptions about the adequacy of retailer training provided by FCS field
offices, and

. needs for further information and suggestions for improvement?

Information collected relating to Question 1 will be described first, followed by
information collected relating to Question 2. These questions will be discussed in the
following sections: Management of Food Stamp Coupons, Management of WIC
Vouchers, and FCS Retailer Education Efforts.

Because administration of FCS compliance efforts focuses on store type and location,
data gathered in response to these questions were first cross-tabulated by the following
store types.®

? These categories reflect information provided by the retailers when they applied to FCS for authorization. The groupings were
modified by reclassifying self-identified supermarkets as grocery stores when their gross sales were less than $2 million and by
reclassifying self-identified grocery stores as supermarkets when their gross sales exceeded $2 million. These reclassifications
were made to ensure consistency with industry standards and to conform to the intent of the FSP classification system.
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. Supermarkets—food retailers with gross sales of more than $2 million,
. Large groceries—food retailers with gross sales between $500,000 and $2 million,
. Small groceries—food retailers with gross sales of under $500,000,

. Convenience stores—stores self-defined as convenience stores, regardless of their
sales,

. Gas/grocery stores—stores self-defined as gas/grocery stores and presumably
having relatively substantial gasoline sales,

. Specialty food stores—stores that specialize in a few food lines, and

. Other stores—stores that include produce stands, rolling routes, general stores,
combination stores, and other miscellaneous classifications.

Responses were also cross-tabulated by location (subdivided by urbanization and
income). Retailers were classified into three urbanization categories—"urban," "mixed,"
and "rural"—based on the proportion of urban population in the ZIP Code area where
the store is located.* Retailers were also classified by whether or not they were located
in a "low-income" or "other" area.®

* The percentages of the population classified as urban within the ZIP Code area of the sampled stores were used to distinguish
among these three categories. “Urban” areas were those with an urban population of 90 percent or more of the total population,
and “rural® areas were those with an urban population of 10 percent or less of the total population. The remaining areas were
classified as "mixed.” 1990 Census data were used to establish the urban population proportion.

* ZIP Code areas in which at least 25 percent of the households had incomes below the poverty line were classified as “low-income”;
the remaining ZIP Code areas were classified in the "other" category. Information on poverty levels was derived from the 1990
Census.
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II. Management of Food Stamp Coupons

The management of food stamp coupons involves depositing them for reimbursement,
maintaining a certain number to make change, and making arrangements for crediting
the coupons to operating accounts or redeeming them for cash. Patterns relating to
these practices found among authorized FSP retailers surveyed are described in this
section. The topics discussed are:

. length of time food stamps coupons are held,
. maintenance of food stamp inventory, and
. banking arrangements for redeeming food stamps.

The analysis in this section is based on 2,235 responses. Excluded are retailers who
did not provide a manager interview. In addition, we excluded 119 retailers located in
the two EBT sites (Baltimore City, Maryland, and Ramsey Country, Minnesota) because
these retailers largely serve participants receiving benefits through EBT and thus do not
deal with coupons to any extent.®

A. Length of Time Food Stamp Coupons Are Held

The length of time retailers hold food stamp coupons can be expected to vary.
Large stores with substantial food stamp business often redeem food stamps using
the same procedures they use to make cash deposits. In contrast, smaller stores
with little food stamp business often allow coupons to accumulate. In addition,
some retailers have problems with banks that require minimum "lots" of coupon
redemptions by denomination. Although a Federal Reserve ruling has banned this
practice, not all stores may be aware of it and may hold coupons until they have a
full lot.

Understanding of the length of time and the reasons coupons are held by retailers
and Information on depositing frequency are useful to the FCS in planning
changes to the Redemption Certificate supply and inventory management. To
assess timing, retailers were asked the following open-ended question:

"How often are food stamps generally deposited or redeemed, for
example, as often as cash deposits?”

sAlthough EBT is implemented in both sites, retailers may accept coupons from participants from adjoining non-EBT areas.
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In recording the responses of the retailers, the interviewers coded them according
to the following categories:

Done as frequently as cash deposits
Done less frequently than cash deposits
Done more frequently than cash deposits
Depends on volume

Other

As a follow-on, they were asked:
Is this:

a few times a day
daily

a few times a week
weekly

a few times a month
monthly?

Sixteen of 2,235 non-EBT retailers surveyed did not respond to this question.
Responses to this question are examined in the following two subsections.

Frequency of redeeming food stamp coupons compared to cash deposits—
The timing of cash deposits is suggestive of convenient deposit cycles for the
retailer. We would expect retailers to redeem food stamps while making cash
deposits unless they allow coupons to accumulate (perhaps because of low
volume) or their banking arrangement hinders such transactions. A little less than
half of the respondents (47 percent) redeem food stamps as frequently as cash
deposits. Approximately the same number (45 percent) redeem food stamps less
frequently than cash deposits, in which we can speculate that retailers either allow
coupons to accumulate or their redeeming cycles follow food stamp issuance
cycles rather than cash deposit cycles. A small percentage of retailers, about 5
percent, indicated that the frequency of their food stamp coupon redemptions
depended on their food stamp volume. Their redemption cycle may reflect the food
stamp issuance cycle of the area in which they are located. Only 1 percent
indicated they redeem food stamp coupons more frequently than they deposit
cash.
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The percentages describing the timing of food stamp redemptions relative to cash
deposits are generally consistent across different types of stores, with two major
exceptions (see Table I1.1). First, supermarket retailers are more likely than other
retailers to redeem food stamp coupons as frequently as they deposit cash. Sixty-
six percent of supermarket retailers reported this management practice, compared
to 47 percent of all retailers. Second, small grocery and "other store" retailers are
more likely than retailers in the other categories to report that the frequency of their
food stamp redemptions depends on their volume of food stamps. Seven percent
of small grocery store and 6 percent of "other store" respondents reported that the
frequency of redeeming food stamps depends on the volume of food stamps,
compared to 2 percent for supermarket and large grocery store retailers, 3 percent
for specialty store retailers, and roughly 4 percent for convenience and gas/
grocery store retailers.

Table il.1
Percentage Distribution of Non-EBT Retallers Redeeming Food Stamps as Frequently as Cash by Store Type
Large “Small Gas/
Frequency Food Grocery Grocery Specialty | Convenience| Grocery Other Al
Stamps Redeemed | Supermarkets | Stores ' Stores Stores Stores Stores Stores Stores
i KR

|As frequently as cash 66.3% 46.5% T 44.8% 45.2% 43.8% 46.5% 40.0% 47.3%
deposits

Less frequently than 31.0% 48.6% 44 8% 43.7% 50.6% 457% 50.9% 45 4%
lcash deposits

More frequently than 0.3% 1.4% 2.3% 51% 0.3% 12% 1.1% 1.4%
cash deposits
I Depends on volume 2.1% 2.1% 7.4% 3.0% 45% 3.7% 6.4% 46%
I;er 0.3% 1.4% 0.7% 3.0% 0.8% 2.9% 1.5% 1.3%
ITotal 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%*
lRespondents 326 142 420 197 624 245 265 2,219

Source: Macro International Inc. The Authorized Food Retaller Characteristics Study. Contract No. 53-3198-3-007. USDA/Food and
Consumer Service, Office of Analysis and Evaluation, 1994,

* Of the 2,235 non-EBT retailers surveyed in the study, 16 did not respond to this question.
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Exhibit .1

Frequency of Food Stamp Redemptions
Relative to Cash Deposits by Urbanization of Retailer
(See Table [1.2 for details)

Legend
\ Less frequently
“ As frequently
i - More frequently

Urban Mixed Rural

Differences in frequency of food stamp redemptions, relative to cash deposits,
among retailers in geographical areas characterized by degrees of urbanization
and income are displayed in Table I1.2. Retailers in urban and mixed areas were
more likely than rural retailers to redeem food stamps as frequently as they made
deposits (see Exhibit i1.1). Forty-eight percent of the retailers in urban areas and
50 percent of those in mixed areas reported that they redeem food stamp coupons
as frequently as they make cash deposits. This contrasts with the 42 percent of
the retailers in rural areas reporting that they redeem food stamp coupons as often
as they make cash deposits.
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Table it. 2

Percentage Distribution of Non-EBT Retailers Redeeming Food Stamps as Frequently as Cash by Urbanizatio
and Income

Urban Mixed Rural Total

Frequency Food Low- Low- Low- Low-
mps Redeemed | income | Other | Total {income | Other | Total |income| Other | Total |income| Other | Total

#
Fs(requen(lyas 52.2% | 465% | 47.7% | 53.6% | 49.6% | 50.3% | 52.8% | 38.0% | 41.5% | 52.8% | 46.0% | 47.4%

ash deposits

Less frequently than | 34.5% | 46.6% | 44.0% | 37.1% | 43.8% | 42.6% | 43.4% | 56.5% | 53.4% | 37.4% | 47.5% | 45.4%
ash deposits

re frequently 54% | 14% | 23% | 00% | 13% | 11% | 00% | 00% | 00% | 2.4% 1.1% | 1.4%
han cash deposits

Dependsonvolume} 74% | 47% | 53% | 79% | 35% | 42% | 28% | 41% | 3.8% | 65% | 41% | 46%

lﬁer 05% | 08% | 0.7% | 1.4% | 18% | 1.8% 1.0% 14% | 1.3% | 0.9% 1.3% 1.2%
|;otal 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0%
kespondents 203 753 956 140 665 805 106 347 453 449 1,765 1 2,214*

Source: Macro International Inc. The Authorized Food Retafler Charactenistics Study. Contract No. §3-3198-3-007. USDA/Food and
Consumer Service, Office of Anatysis and Evaluation, 1994.

* Ofthe 2,335 non-EBT retailers surveyed, 16 did not respond to this question and 5 could not be linked to a geographic area that could provide
urbanization/fincome demographics.
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Authorized retailers in low-income areas are somewhat more likely than authorized
retailers in other areas to redeem food stamp coupons as frequently as they de-
posit cash (Exhibit 11.2). Fifty-three percent of the retailers in low-income areas,
compared to 46 percent of the retailers in other areas, reported that they redeem
food stamps as frequently as they deposit cash. This pattern is consistent across
the different types of urbanization categories, especially in rural areas, where 53
percent of the low-income retailers and 38 percent of the other retailers reported
that they deposit food stamp coupons as frequently as cash.

Exhibit 11.2

Frequency of Food Stamp Redemptions
Relative to Cash Deposits by Income of Area
(See Table I1.2 for details)

60 — - r Legend
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Timing of food stamp coupon redemptions—In terms of absolute frequency of food
stamp redemptions, Exhibit 11.3 provides a distribution of retailers on how frequently they
redeem food stamps. The data indicate that most retailers redeem daily, or at least
weekly. Almost a third of the retailers redeem food stamps at least once a day (i.e., a

few times a day or daily), and most redeem at least weekly. Only about 10 percent
redeem food stamps monthly.

Exhibit [1.3

Frequency of Food Stamp Redemptions
(See Table 1.3 for details)

Legend
- Few Times A Day
! Daily
Few Times A Week
B weeky
Few Times a Month
Monthly
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Supermarkets tend to redeem food stamp coupons more frequently than other stores.
Specialty stores redeem less frequently than other retailers. Sixty-eight percent of the
supermarket retailers reported that they deposit food stamps at least daily, compared to
31 percent of all stores (Table 11.3).

Tablell, 3
Percentage Distribution of Non-EBT Retailers by Frequency Food Stamps Redeemed and Store Type
requency Food Large Small Gas/
tamps Grocery | Grocery | Specialty |Convenien| Grocery | Other
edeemed Supermarkets Stores | Stores Stores ce Stores | Stores Stores | All Stores
iA few times a day 10.1% 2.8% 1.2% 1.5% 2.7% 1.2% 3.0% 3.3%
Daily 57.7% 27.0% 9.8% 18.9% 29.8% 30.6% 20.0% 27.9%
few times a 14.1% 25.5% 21.4% 23.5% 20.3% 18.8% 17.0% 18.7%
eek
“\Neekiy 8.0% 15.6% 27.9% 291% 19.1% 18.0% 20.4% 19.8%
few times a 4.3% 15.6% 19.7% 11.7% 17.0% 13.1% 15.1% 14.4%
month
[Monthly 4.0% 9.9% 14.3% 8.7% 8.2% 13.8% 17.7% 10.6%
| Other 1.8% 3.6% 5.7% 6.6% 2.9% 45% 6.8% 4.3%
|Tota| 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Respondents 326 141 420 196 624 245 265 2217

Source: Macro International inc. The Authorized Food Retailer Characteristics Study. Contract No. 5§3-3198-3-007
USDA/Food and Consumer Service, Office of Analysis and Evaluation, 1994.

* Of the 2,235 non-EBT retailers surveyed, 18 did not respond to this question.

Most nonsupermarket retailers tend to redeem food coupons at most weekly or a
few times a week. Approximately one-half of the specialty store and small gro-
cery store respondents reported that they redeem their food stamp coupons weekly
or a few times a week. This was the case for only 22 percent of the supermarket
retailers, and 37 percent to 41 percent of the other retailers. At the extreme, a
relatively higher proportion of small groceries and "other" stores redeem coupons
at most a few times a month.
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Exhibits 1.4 and 11.5 provide information on frequency of redemptions by store
location. (These exhibits are supported by Table 11.4.) When responses are
compared by store location, it is noted that retailers in mixed areas tend to redeem
food stamps more frequently, and rural retailers redeem food stamps less fre-
quently than retailers in urban areas (Exhibit 11.4). Thirty-eight percent of the
authorized retailers in mixed areas reported that they redeem food stamps at least
once a day. Approximately 29 percent of the urban retailers and 23 percent of the
rural retailers redeem food stamps that frequently. On the other hand, 22 percent
of the retailers from mixed areas, 25 percent of the urban retailers, and 31 percent
of the rural retailers reported that they redeem food stamps a few times a month or
monthly.

Exhibit 11.4

Frequency of Food Stamp Coupon Redemptions by Urbanization
(See Table 1.4 for details)

Legend |

At Least Monthly
At Least Weskly
At Least Daily
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